
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

John E. Soileau
P.O. Box 1087 APR 2 12005
Eunice, LA 70535

RE: MUR5652

Dear Mr. Soileau:

On April 5, 2005, the Federal Election Commission found reason to believe that you
violated 2 U.S.C. § 441a(aXlXA), a provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"), by making contributions to Terrell for Senate, which exceeded the Act's
contribution limits. However, after considering the circumstances of this matter, the
Commission also determined to take no further action and closed its file as it pertains to you.
This finding was based upon information ascertained by the Commission in the normal course of
its supervisory responsibilities. See 2 U.S.C. § 437g(aX2). The Audit Report, which more fully
explains the Commission's finding, is attached for your information.

The Commission reminds you that making contributions to a candidate or his or her
authorized committees that exceed the Act's contribution limits is a violation of 2 U.S.C.
§ 441a(aXlXA). You should take steps to ensure that this activity does not occur in the future.

You are advised that the confidentiality provisions of 2 U.S.C. § 437g(aX12XA) remain
in effect, and that this matter is still open with respect to other respondents. The Commission
will notify you when the entire file has been closed.

If you have any questions, please contact Jack A. Gould, the attorney assigned to this
i matter at (202) 694-1650.
I Sincerely,

Scott E. Thomas
Chairman

Enclosure
Audit Report



Report of the
Audit Division on
Terrell for Senate
July 19.2002 - December 31.2002

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Aden!
Election Campaign Act
(the Act). The
Commission genenJIy
conducts such audits
when a committee
appean not to have met
the threshold
requirements for
substantial compliance
with the Act1 The audit
determines whether the
committee complied with
the limitationSt
prohibitions and
disclosure requirements
of the Act

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

About the Committee (p. 2)
Terrell for Senate (TPS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the U.S. Senate
from the state of Louisiana, and is headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
Organization, p.2.

Financial Activity (p. 2)
• Receipts
o from Individuals
o Prom Political Party Committees
o From Other Political Committees
o Transfers from Other Authorized

Committees
o Loans-Made or Guaranteed by the

Candidate
o Total Receipts

o Total Operating & Other

$2.532.544
154.726
665.149
42WOQ

300,000

$4,072^19

$3,721,155

(P-3) .
• Receipt of Prohibited Corporate Contributions (Finding 1)
• Receipt of Contributions that Exceed Limits (Finding 2)
• Receipt of Bank Loin (Finding 3)
• Misstatement of Financial Activity (Finding 4)
• Failure to Itemize Contributions from Individuals (Finding 5)
• Failure to Itemize Contributions from Political Committees

(Finding 6)
• Disclosure of Proceeds from Joint Fundraising Activity

(Finding 7)
• Disclosure of Occupation and Name of Employer (Finding 8)
• Failure to Hie 48-Hour Notices (Finding 9)

'2US.Ci438(b).
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Parti
Background
Authority for Audit j
Thii report is toned on an audit of Teirellfor Some (TFS). undertaken by the Audit !

Division of the Federal Election Commiinon (the Commiision) in accordance with the
The Audit Division

conducted the audit pnnuant to 2 U.S.C. ft438(b)t which permits the Commission to
conduct ludto and fieUinvestigtfons of any
report under 2 U.S.C. |434. Prior to comtort^ any audit uwter this siibicction, the
Commission must peifonn an internal review of reports filed by selected committees to
determine if the- reports filed by a particular comniittecfnecA the threshold requirements
for substantial compliance with the Act 2 U.S.C. §438(b). '

Scope of Audit
Following Commission approved procedures, the Audit staff evaluated various factors
and as a result, this audit examined:
1. The receipt of excess! ve contributions and loans.
2. The lecdpt of contributions TrompiorHbitedscAjnxs.
3. The disclosure of contributions received.
4. The consistency between reported figures and bank records.
5. The completeness of records.
6. OACTComnriileeopenttioMiiece^

Changes to the Law
On Match 27, 2002, President Bush signed into law the Bipartisan Campaign Reform Act
of2Q02(BCRA). The BCRA contains many substantial and technical changes to the
federal csmpagn finance Imw. Most of the changes became effective November 6, 2002.
Except for the period November 7, 2002, through December 3 1,2002, the period covered
by this audit pre-dates these changes. Tlierefoie,u^ statutory and regulatory
requirements cited in this report are primarily those msi were in effect prior to November
7,2002.
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Partn
Overview of Campaign

*"""t"Msy* wi

Inspoftnot Dalai
• Date of Registration
• Audit Coverage

Hfadgiiartera

Banklnfennatioii
• Bank Depositories
• Bank Accounts

• Treasurer When Audit Was Conducted

• Treasurer During Period Covered by Audit

• Attended FBC Campaign Finance Seminar
• Uaed Commonly Available Campaign

Management Software Package
• Who Handled Accounting. Recordkeeping

Tasks and other Day-to-Day Operations

iF""""*««™ . .

Terrell for Senate
July 16. 2002
July 19, 2002 - December 31. 2002

Alexandria. Virginia

1
1 Checking, 1 Money Manager (Savings)

Bryan Blades (Starting March 31, 2003)
Justin Schmidt (Starting December 22. 2003)
Cliff Newlin

MAno
Yea

Vita Levantino - Consultant

Cash on tuudO July 19. 2002
Receipts

o From Individual!
o From Political Party Committees
o From Other Political Committees
o Transfers from Other Authorized Committees
o Lorn- Mate or Guaranteed by the Ondidate

Total Receipts
TolnlOiieretiniajidOtiierDisbuneiiieiits
Cast on hand • December 31, 2002

$0

$2.532.544
154.726
665.149
420.500
300.000

$4472419
$3,721.155

$351,764



Partm
Siunntdrics
Hie interim audit report (IAR) was forwarded to TFS for response on May 21,2004. The
Audit staff contacted counsel for the oomniittee and verified receipc of the report The
response wai due on June 23,2004. IPS requested and received a 15-diy extension to
Jidy 8.2004 to respond tt> the IAR. On July 20,20M,TPSiubmitted(dn^) amended
repoiti for die Aitft stiffs review prior to fil^ Our review
indicated the amendmenti were deficient; materially resolving only two of the findings.
This information was relayed to IPS representatives via email on July 21,2004. ITS

indicated they are woridng on a response. To date, no further response
has been received; nor amended reports filed wim die Commission

Findings

Finding 1. Receipt of ProhiUtedCoriK>rateC<mtribittions
TFS received 65 prohibited contributions totaling $64,600 from 47 different Limited
Liability Companies (LLCs) and coiporate entities. The Audit staff recommended that
TPS either provide evidence that these contribiitMm were net from piorubited sources or
refund the $64,600. (For more detail, see p. 5)

Finding 2. Receipt of Contrflration* that Eacceed Limits
A review of contributions from individuals and political committees identified 541
contributions, totaling $552.773, which exceeded the contribution limits. In some
instances the contributions were solicited after the election to wttch they relate but there
were insufficient nee debts (o allow TFS to keep Ac contribution. The Audit staff

I that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552.773. (For more detail, see p. 7)

Findings. Receipt of Bank Loan
The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan. The Audit staff reconimcnded that TFS j>rovide docuniw
was properly secured. (For more detail, see p. 10)

Finding 4. MiMtatement of Financial Activity
TTO misstated recdpti,ffl'sburieiiienu^ai^ The
Audit staff recommended that TFS amend its reports to correct the misstalements.
(For more detail, aee p. i 1)



Findings. Failure to Itemize Contributions from
Individuals
A umple lest of contribution! revelled that ITS did not itemize 15% of the contributions
from individuils on Schedule! A u required The Audit itaff recommended that TRS file
amended Schedules A. by reporting period, to diidofe contributions not previously
itemized. (For more detail, see p. 13)

Finding 6. Fftilvre to Itemize Contributions from Political

1FS did not ftemiie 80 co^buticm totaling •
iv committees. The Audit stiff recommended that TFS file amended Schedules A
K tiacloaiiuj the cciitribuJioiisiirt preview
^
""' Finding 7m Disclosure of Proceeds from Joint ifa«Mi*y
(si Activity
si TPS failed to properly disclose the receipt of net proceeds from joint fundraising activity
*T with Louisiana Victory 2002 Fund and Teirell Victory Committee. The Audit staff •
O reoonunended that IJTS file amended reports to conecdy disclose these receipts. (For
<*> more detail, see p. IS)
fM

Findings. Disclosure of Occupation and Name of
Employer
TES did not adequately disclose occupation and/or name of employer infonnadon for
1,173 contributkjns from individuals totaling $812̂ 85. In addition, TFS did not
deinonstnie.best eflbcts to obtain, maintain and submit the infbnnation. The Audit staff
recommended that TFS either provide documentation that demonstrates best efforts were
madetocttaratheimssinginfonnatim '
infonnstion,suboiftevideiicerf8U^
amended reports. (For more detail, see p. 16)

Finding 9. Failure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that ITS provide evidence that 48-hour notices were timely filed.
(For more detail, see p. 17)



Part IV
Findings and Recommendations

The following finding* were diecuned with the TFS' representative at the exit
conference. Appropriate workpapen ami suppoiting schedules were provided

The interim audit report (IAR) was forwarded to TFS for response on May 21. 2004. The
Audit stiff contacted counsel for the committee and verified receipc of the report The
response was due on June 23, 2004. TFS requested and received • 15-day extension to

<x> July 8, 2004 to respond to the IAR. On July 20, 2004* TES submitted (draft) amended
r* reports for the Audit staffs review prior to filing them with tne Coinmisstoa. Our re view
^r indicated the amendments weredefkaenumateriallyresolvingonly two of the findings.
'"' This infonaation was relayed to TFS representatives via email on July 21 1 2004. TFS
7' representatives indicated they are workmg on a response. To date, no Anther response
^ has been received; nor amended reports filed with the Commission.
*y
a [Finding 1. Receipt of Prohibited Corporate Con trilmtioxu |

-

TFS received 65 prohibited contributions totaling $64,6(X) from 47 Limited Liability
Companies (LLCs) and corporate entities. The Audit staff recommended chat TFS either
provide evidence that these contributions were not from prohibited sources or refund the
$64,600.

A. lUceJptoffcnohlMtcdContrilratlo^
contributions On the form of money, in-kind contributions or loans):
1. In die name of another; or
2. Irom the treasury funds of the foltowmg prohibited sources:

• GUI Donations (thia means any incorporated orgamzadon* inchidmg a non-itock
copontion, an rocorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. §fi441b, 441c, 441e, and 441f.

B. DeHidtlon of Limited Uabllity Company. A limited liability company (LLC) is a
business entity recognized as an LLC under the laws of the state in which it was

iblislied. 1! CFR (110.1(gXD.

C. AppUotioneT Unite and PtoUblt^ A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



Thecontributi^
paroicnm^iftheLLCchoosestobeticatedasapai^^
Service (IRS) tax rules, or if ftmskes no choice at all about itt MX status. A
contribution by a partnership is attributed to each pettier in direct proportion to nil or
hershm of the putaenhJp profits. llGFRft|110.I(eXl)and(gX2).

The contribution is considered • corporate contribution—and
is barred under the Act—if the LLC chooses to be treated M a cocporation under IRS
rules,orifitsiharesaretndedpublicly. HCFR|110.1(gX3).

• LLC wHli Single Member. The contribution it (K)nsxieied a contribution from a
7* singteiixflvickialifthcLLCisasintjlc-memberUjCQ^
£;: as a corporation under IRS rates. UCFRftll0.1(gX4).

Z\ D. LtoittdUabUirj Coney's Rei^^
the tine it makes a oontributioiit an I<LC must notify die recipient committee:
• ThM it is eligible to inake the contribution; and .. .
• In the case rf an LLC that considers itself a pai^^

contribution stoiiU be attio^^ HGFR$U0.1(gX5).

£. Qucstion«bteContribotioni. If a commtfeenxd vet a contribution that appears to
be prohibited (a questionable contribution), it mim foUow the piocedu^

1. VTiminlOdaysatethetiatfuitriectivesm^
committee must either:
• Return the contribution to the romributcr without depositing it; or
• Deposit the contribution (and follow the afepa below). HCFR§1033(bXl).

2. If the committee deposits the qiieitionible contribution, it may noc spend the
funo^aiidmnftbepfepaiedtoierundthem. It nnist therefore maintain sufficient
funds lo make the refunds or establish a separate account in a campaign
depoiitoi7forix)«siblyilkgalcontributioni. 11CFR 51033(10(4).

3. The committee most keep a written iccoidexplaming why the contribution may
be prohibfted and must include tin's mfonnation when leporting the receipt of the
contribotion. 11 CFR5103.3(bX5).

4. Within 30 days of the treasurer's receipt of the qiiestiWuUjle contribution, the
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation that is recorded by the committee hi a memorandum. 11CFR
ftlQ3.3(bXl).

5. Within these 30 oays, the conurottee must dther.
• Confirm the legality of the contribution; or
• Refund the contribution to the contributor and note the refund on the report

covering the period in which the refund was made. 11CFR §103.3(bXD.



Aieviewofcortibiitimieceivedty
contribution fam 47 diffam co^^ Of these prohibited
contributioni:

• TFS received directly 46 prohibited coimibutJoni, which tottled $43,400. Of
these, 27 contributions, totaling $32.750. were from LLCs but lacked the
necessary documentation to establish that contributing entities are not treated as
corporations for tax puiposes, and 19, totaling $ 10,650. were from corporate
entities. During the course of the audit, TFS provided photocopies of letters,
dated August, 2003, sent to the corporate entities that were returned by the
(xmtributonacloiowledpng their coiporate status. Three of the letters were
returned to TFS as undelivenble. Further, the Audit staff contacted the
appropriate Secretary of State's office to confiim the coiporate status for the 19
contribution from corporate entities. None of the contributions have been
refunded.

• In addition. TFS received 19 contributions from limited liability companies,
totaling $21,200, as pan of a transfer of proceeds from a joint fundraiser
conduct by U^LouisiaiMVtaory 2002 Rod As with the other contributions
from LLCs, TFS records did not contain any notifications from these contributors
stating they were eligible to make such a contribution.

At me exit conference, the Audit staff provided TFS representatives with a schedule of
the prohibited contributions. As part of documentation submitted subsequent to the exit
conference. TFS representatives cofifurrtuta fee 46 contribution
were from prohibited sources. They further indicated that letters will be sent relative to
the other 19 contributions received from LLCs requesting then- IRS filing status.

The Audit stafT recommended that TFS provide evidence that the 19 contributions
($21.200)rectivedaspartofpn)ceedsfiroma^ Absent
such evidence, TFS should have refund the $64,600 in contributions and provided copies
(front and back) of each negotiated refund check. If funds were not available to make the
necessary refunds, the amounts due shoiild have been disckised on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

| Finding 2. Receipt of Contribution* that Exceed Limit* |

A review of contributions from individuals and political committees identified 541
contributions, totaling $552,773, which exceeded the. contribution limits. In some
instances the contributions were solicited after the election to which they relate but there

of the possibh prohibited cottibutkmfm
lo hive an IRS filing status of partnership and no longer prohibited, die Audk staff will

pouibk excessive cootributioos.
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were insufficient net debts ID allow TFS to keep the contribution. The Audit stiff
recommended that TPS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552,773.

i
Legal Standard
A. Authorised Cnmalitea Limits. Anattthorizedcomniitteemtynttrecdveinore
than • total of $1,000 per election from any one peison or $5,000 per election from s
multicsndidste politics! committee. 2 US.C. ||441a(aXlXA). (2)(A) snd (0; 11CFR
fil 10.1(i) snd (b) snd 110.9(a).

B. Handling Contributions That Appesy Excessive. If s committee receivess
contribution thst appesrs to be excessive, the committee must eilhen

«. • Retuni the questionable check to the donon or
,„, • Deposit the check into its federal account and:
-f o Keep enough money hi the account to cover sll potential refunds; .
'N o Keep • written record explaining why the contribution may be illegal;
T o Include this explanation on schedule A if the contribution has to be itemized
5 before its legality is established;
C} o Seek a reattribution or a redesignation of the excessive portion, following the
'f mstroctioMproviottmConmiissim

of reattribution and redesignation); and
o If the committee does not receive a proper reattribution or redesignstion

within 60 days after receiving the excessive contribution, refund the excessive
portion to the donor. 110*1*1033(0X3). (4) and (5) and
ll0.1(kX3XiiXB).

C Contributions to Retire Debts. IfansiithorizedcsnddateconunitteehasnctdebU
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided that:
• The contribution is designated rojr that election (since an undengnated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's limit for the designated election;

and
• Hie campaign has net debts outstanding for the designated election on the day it

receives the contribution. 11 CFR §110.1 (bX3XO snd (iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections snd
to reattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evslusted the excessive contributions
discussed below using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
necessary papers to qualify for the general election ballot, a general election, and because
110 caiididaieiocdved more man 5TO of the vote m A



review of contribution! from individuili and political committees identified 541
contributions, totaling $552,773', that exceeded die contribution limits for the primary,
general or nmoflf elections. In aoniecaaes the contributiou were received after an
election at a time when the Audit staff deteranned there were no net debts outstanding.
The Audit stiff noted that t significant portion of these excessive contributions resulted
from TFS iced vug $3,000 coiitributioiu

• As of Augirn 23, 2002, the d^ of the prinwy election
TFS did not have net debts outstanding. The Audit staff ideiitiriedcertamcoiitribiitor
checks dated and reed ved subsequent to the primary election that were designated by
the contributor! for that election. Tr^ received 7^ such contributions totaling

0,, $115,500. These contributions were not later redesignated by the contributor to
<st another election and should have been refunded. In addition, one excessive
i-i coMribiitiQiifbr$ljuTOwasiecdvedpito
i— i reattributed nor rBdesignated.

As of November 5, 2002, the dale of the general election, the Audit staff calculated
that TFS had net debts outstanding of $157,801 The Audit staff identified

were designated specifically for the general election and some of which were the
undesignated, excessive portions of ranK»ffcc«tributionsthM could be applied to
general election debt These contributions were applied to the general debt in
chronological order until the debt was exhausted. A review of the remaining
contributions determined that TR reed ved 6^ contributions designated for the
general election, which fTMTMdfd the amount needed to retire the net debts
outstanding for the general election by a total of $68,398. The remaining
undesignated, excessive nnMrffcciitributiom that could not be applied to general
election debt an included in the excessive run-off contributions discussed below.

• The Audit staff determined that TFS had received 398 excessive contributions
totaling $367,875 relative to the runoff election. These excessive contributions were
all received prior to December 7, 2002, the date of the runoff election.

At the exit conference, the Audit staff provided TTCrepiesenuriveswim a iche&ite of
the excessive contributions noted above. TPS representatives had no comment
Subsequent to the exit conference, TPS stated that they lack sufficient cash on hand to
make the refunds but would amend its reports to include all excessive contributions as
debts on Schedule D.

Interim Audit Report RfMtommendj
The Audit staff recommended that TPS:
• Provide evidence that the identified contributions were either not excessive or were

applicable to a net debt outstanding for a particular election; or .

rfcri^
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• Refund $552.773 and provide evidence of inch refto& (copies of the front and back
of the cancelled checks); md

• If funds were not available to make the iiecessary refunds, TFS should have aniended
its report! to reflect the amount! to be refunded at debts on Schedule D (Debts and
Obligations Excluding Loans) until finds become available to inake the refunds.

[Findings. Receipt of Bank Loan I

The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
N! waiuntfte to determine tfte
2? loan. The Audit staff recommended that TFS provide documentation to show the loan
]_( was properly secured.

Legs* Staodud
l4SUMEMfadfdfr«mtheI>efuiltion^ The term "contribution" does
not include a loan from a State or federal depository institution if such loan is made:
• in acconianoewiu applicable banking laws ami regulations;
• in the ordinary course of business;
• on a basis which assures repayment, as evidenced by a written instrument; and
• bearing the usual and customary interest rate of the lending institution. 2 U.S.C

$431(8XAXvii); 11 CFR |100.7(bXH).

AssvnmceefRepeymeiit Gmunutfoaiefulatiimsiw
basis which assures repayment if the tending institution making the Ion has:
• Perfected a security interest in collateral owned by the candidate of political

committee receiving the loan.
• Obtained a written agreement whereby the candidate or political committee receiving

the loan has pledged future receipts, such as public fuianctag payments.
• If these requirements are not met, the Commission will coiudto

circumstances on a case by case basis m determining whether the loan was made on a
basis which assured repayment 11 CFR f f 100.7(bXU) md 100.8(bX12).

On August 2,2002, the Candidate obtained a $101.000 loan from Fint Bank and Trust
(FBT) which included a $l,000prcpaid finance chat-ge and had a maturity date of August j
2,2003. On August 5,2002. the Candidate loaned TFS $100,000 from the proceeds of ' j
this bank loan. The loan was repaid by TFS with a direct payment to the bank on i
December 16,2002, in the amount of $101358, which included $1358 in finance ' j
charges. TFS provided the Audit staff with a copy of the promissory note between the I
Candidate and the bank that states that collateral seciuing other loans with Lender may )
also secure this note; referencing it as "cross-colltteralixation." Further, a business loan j
•gieeinent submitted wim the prarissoiyn '
"continuing security interest" in any and all funds the bomwcr may now or in the future
have on deposit at FBT.
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The loan documentation provided neither described the collatenl intended to lecurethu
Ion, nor indicated that such lecurity interest hid been perfected. The Candidate's
financial ftaiement, presumably subm tied as part of the application process, fails to
provide my specific information of other debts owed to FBI which could be aubject to
"cross-collaieiilizatioiL" Anther, the financial statement states the borrower has no
accounts at FBT. Theitfore^t is the Audft staff sophiion that to ^
Commission's "assurance of repayment** standard.

At the exit conference, the Audit stiff presented this matter to TFS representatives. No
questions or comments were posed by the representatives.

Interim Audit Report RsMfcwiiiumditioai
The Audit staff recommended that TFS provide documentation to show that the loan was
secured with collateral that assures repayment; that the security interest in the collateral
had been perfected; and/or provide any comments it feels are relevant Such
documentation should have included t description and valuation of the collateral as well
as the balance cf all other outstanding debt secured by such collateral.

| Finding 4. Miastatcment of Financial Activity |

TFS misstated receiptSi disbursementSi and die ending cash balance during 2002. The
Audt staff riicoininended that TPSaniend its imports to ccnectd^

Each report must disclose:
• Theamoumofcashonhandatthebegraningandendoftheiepcftmgpe^
• The total amount of receipts for the reporting period and for the calendar year.
• The total amount of disbursements for the leportiiig period and for the calendar year,

and.
• Certain transactions that requreiianization on Schedule A or Schedule B.
2 U.S.C. 5§434<bXl), (2), (3). and (4).

FaeU and
The Audit staff reconciled reported financial activity to bank records for 2002. The
following chan outlines the discrepancies for leceiptt. diabunenienta, and the endhig
cash balance on December 31,2002. Siicceeding paragraphs address the reasons for the
misstatements, most of which occurred during the perjod after the general election. TFS
representatives indicated that during that period the volimie of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbursement transactions.
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LTt

00

2002 Camniigi Activity

OoeBiu Guh Balance • July 19. 2002
Recdptt

l^HflBttg^lfl|DDlKBP

Ending Cash Balance w December 11, 2002

Rgportfd
SO

$3.379343

$2,760,279

$633,564-

B*nkR§ennla
SO

S447&919

S3.721.15S

$331.764

DiscNpucy
SO

$693,576
Understated

19601876
Untainted

$281.800
Overstated

The undentttement of receipts wu the net result of the following:

Transfer of funds from joint fundraisers not reported (see Hiring 7)
Transfer from joint fundraiser reported mconecdy (see Finding 7)
Oxmibutknufami political commit
Deposits which appear not to have been reported (see Finding 5)
Unexplained differences

+ $302400
- 157,500
-I- . 134,597
+ 405,713
+ 8.766

$693,576

The understatement of disbursements wu the net result of the following:

Payments to media vendor not reported H
Bank Loan Repayments not reported H
Miscellaneous Operating Expenses not reported H
Disbursements Reported Twice
DUbunements Reported - Unsupported by Check or Debit
Memo
Reported Void Check
Unexplained Differences H

Net Understatement of Disbursements

S 685,000
301.422

3,006
9,000

15,000

12,834
8^82

S 960,876

TO imsstated the cash balance trirougiK^
In addition, n incorrect cash balance wu odiied forward from the 30 Day Post Election
Report to the Year End Report which resulted in an overstatement of the cash balance by
$14,500. On December 31.2002. the cash balance wu understated by $281,800.

At the exit conference, the Audit staff explained the msstatenientt and provided
schedules of me reporting discrepancies. TFS representatives stated their intention to
review the spreadsheets provided and expressed a wiHingiJCM to file ajnemled reports to
correct these misstatemems.

Thb total docs not loot; see explanation of ending cash Wince below.
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Interim Audit Report Recommendation
The Audit staff recommended that TFS file smeiided reports, by reporting period, to
coned the missuuements noted above, including unended Schedules A and Bu
appropriate.

Findings. Failure to Itemize Contributions from
Individual*

A umple ten of contributions revealed thai ITS did not itemize 15% of the contributions
from individuals on Schedules A as required. The Audit staff recommended that ITS file
amended Schedules A. by repotting period, to disclose contributions not previously
;»-— , I— -Jitennzeo.

A. Whentolflfnbe. Audwrizedcaiididatecominitteesmim itemize
from an individual if it exceeds $200 per election cycle either by itself or when
aggregated with other contributions from the same contributor, 2 U.S.C §434(bX3XA).

B. Election Cydc. The election cyckbeghu on the fintdty following the date of the
previous general election and ends on the date of the next general election. 11 CHI
5100.3(b).

C Defuftftan of Itrmliafion. ttemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
• Trie amount of me contribution;
• The date of receipt (the dale the committee received the contribution);
• The full name and address of the contributor,
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer; and
• The election cycle-to-date total of all contribiitkms rrom the same contributor. 11

CFR §§100.12 and 104JUX4) and 2 U.S.C. §434(bX3XA) and (B).

Based on t sample review of contributions from individuals, the Audit staff determined
that TVS did not itemize 15% of such contributions on Schedules A as required. The
majority of these errors resulted from conributkms thai were part of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4, Misstatement of Financial Activity). On October 10,2003, TFS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented this matter to TFS representatives who
had no questions or continents at that time. As part of documentation submitted
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lubtequent to the exit conference, TFS stated it ii in the proceu of amending its repoitt
to disclose ill omitted individual donors.

The Audit staff recommended that TFS file amended Schedufei A, by reporting period, to
comet the deficiencies noted above.

Findings. Failure to Itemise Contribution* from Political

eo TFS did not itemize 80 contributions totaling $134,597 received from political
^ committees. The Audit staff recommended that TFS file amended .Schedules A
*-< disclosing the contributions not previously itemized.
i-i

LegftlStsuuUrd
A* When to ItesBBsc. Authorized candidate committees must itemize:
Every contribution from any political committee, regardless of the amount; and
Every transfer from another political party committee, regardless of whether the
committees are affiliated. 2 U.S.C. $434(bX3XB) and (D).

B. Definition of ItoEteilon. Iternization of contribiitioris received means that the
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution;
The date of receipt (the dale the committee received (he contribution);
The full name and address of the contributor; and
Election cycle-to-date total of all contributions from the same contributor. 11CFR
55100.12 and 104.3(a)(4) and 2 U.S.C. |434(bX3XA) and (B).

Facts and Analytic
A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports filed by TFS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions that were part of Deconber 2002
deposits not entered into the database TFS iised to fife iu disclosure reports (See fiiiding
4, Miastatement of Financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized. TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to TFS reports.

iDftsVXI^Bft ^•Ha^Ul* XKlBlB^vl^C AKj^I^5^^fllB^flBjB^u^l§VCl^B^&

The Audit staff recommended that TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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Finding?. Disclosure of Proceeds from Joint Fundndsing
Activity

TTC failed to properiydisdose the recap of net pr^^
with Louisiana Victory 2002 Fund and Tennell Victory Coomdttee. The Audit staff
recommended that ITS file amended reports to comedy disclose these receipts.

Legd Standard
A. ItMiitodonofCtotrilHiaoMFhim^ Participating

«> politicd committees must report joimf^
«> 102.17(cX8) when such funds ire received from the fundraising representative. 11CFR
^ §102.17(cX3Xiii).*-i

Each participating political committee reports in share of the net proceeds as a transferal
from the fundraisiiig representative and mm also fito a memo Schedute A itemizing its
•hare of great receipts as contributions from the original contributors to the extent
required under 11 CFR 1043<a). 11 CFR §102,17(cX8XO(B).

Ftoeta and Anrityaia
The Audit staff determined that TFS received • tod] of $420,500 in net proceeds from
joint fundraismg activity; $396,000 from the Louisiana Victory 2002 Fund and $24.500
from the Terrell Victory Committee, Our review of these transfers noted the following:

• TFS did ixrtivport nor itemize tnnsfentot^
2002 Fond and $7,000 received from Terrell Victory Committee on Schedule A, line
12( Traniren from Other Authorixed CommitteeSt as reejuired. (SeeRndBng4)

• TFSincorrecdydisctosed the amount of a transfer rKd
Committee aa $175,000, when the actual amount of the transfer was $17.500,
overstating reported receipts by $157,500. (See Finding 4)

• IPS did not itemize its share of the gross receipts as contributions from the original
oxitriDutonuieo^iiredOTmeiittSch^
joint Amdnhnng proceeds. ITS records did not contain this information. During
fiekhvork, ITS obtained the information from both of the joint fundraising
GOOUDluOGai*

At the exit conference, the Audit staff provided TFS representatives a schedule of the
cinittedtiinsren from jdntftindraising activity non^ TFS representatives stated
their intention to review the spreadsheets provided and expressed a wilKngness to Hie
amended reports to correctly report its activity.

Interim Audit Report BtwommMuUtion
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundraising proceeds, along with the required memo entries.
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Flndlntf &• Disclosure of Occupation null Nvno of
Bnipioyor

"iî  did not adequately disclose occupation and/or mmc of employer information for
1.173 oomribulioni from individual! touting $812,585. In addition, IPS did not
demonitiate best efforti to obtain, miintihi The Audit stafT
recommended that TFS eithen provide documentation that denxmitiates best effbitf were
made to obtain the missing infonnation or comact each <x)tmibutor lacking the
infonnation, submit evidence of such contact, and disclose any infonnation received in

report*.

A. lUquM Information for Cootrib^^ For each itemized
contribution from an individual, the committee must provide the contributor's occupetU
andtheiiamecfliUorhereinployer. 2U.S.C8431(13)and 11CFRfftlOO.12.

B. Best Efforts EiisiircsCoinpliance. Wtien the treasurer of a potiticalcon-...̂
shows that the committee used best effbru (see below) to orxain,rriatntain, and iufmit
the information required by the Act, die o»wutteefi rerx>rtt and records will be
considered in compliance with the ACL 2 U.S.C. §432(hX2Xi).

C Definition «f Best Efltorts. The treasurer arid tfw committee wiH be c^
have used "best efforts" if the committee satisfied all of the following criteria:
• All written solicitations for conto'birtions included:

o A clear request for the contributor's full name, mailing address, occupation,
and name of employer; and

o Astatememthatsiichrer^ortingisn^iiiredbyFedendlaw.
• Within 30 days afkr the recdpt of the contribiition, the treasun^

effort to obtain the missing infonnation, in dther a written request or a documented
oral request.

• The treasurer reported any contribittorinfonriationthau although not M^
provided by the contributor, was obtained in a Mlow^cximmunication or was
contahted in the committee's records or in prior ntpoittthM the cominittee filed
during the same two-year election cycle. 11 CFR §104.7(b).

The Audit staff reviewed all contributions from individuals itemized on Schedules A of
TUS disclosure reports, which were in an amount or aggregate greater than $200 for
ad^iiated^lo<ure of occupation andVornairie of employer. The review identified 1,173
contributions from 939 contributors, totaling $812,585, that did not have an occupation
anoVor name of employer disclosed properly. Of the 1,173 errors identified, 1,080
(92.07%) were blank, disclosed as "N/A" or Information Requested." The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted that TFS solicitation devices properly



17
•

contained a request far occupation md nine of employer. However, the records
provided to the Audit staff did not contain my foUow-ap requests for the missing
contributor inforniation. As such, ITS does not sppesrtohtvemadeMbesteffoitrto
obtain, maintain and report occupation and name of employer information.
At the exit conference, the Audit staff provio^TFS representatives with t schedule of
the individual for which occupation and/or MOM .
disclosed. IPS representatives stated they would review the spreadsheets provided and
would file amended reports to correctly report this activity.

Interim Audit Report Recommendation
The Audit staff recommended that TFS take the following action;
• Provide documentation such as phone logs, returned contributor letters, completed

contributor contact information sheets or other materiakwhi<± demonstrated that best
efforts were made to obtain, maintain, and submit the required disclosure
information; or

• Abiem such a denxxistration,TFS should have made in eff^
indivi duals for whom required niformation is rnissing or incornptete, provided
documentation of such contacts (such as copies of letters to the contributors and/or
phone logs), and amended its reports to disclose any information obtained from those

I Finding 9. Faflmre to Ffle 48-Hopr Notices I

TOS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
I that ITS provide evidence that 48-hour notices were timely filed.

Left! Standard
Ls^MburteCoatraratkMis (48-Hour Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
than 48 boon before any election hi which the candidate is running. This rule applies to
all ijpes of contributions to any authcriaed commit 11CTR
5104.5(0.

Facte and Analysda
The Audit staff reviewed those contributions of $1.000 or more that were received during
the 48-hour notice filing period for the primary, general and runoff elections. IPS failed
to file 48-hour notices for 77 contributions totaling $106,100 as summarized on the next
page.
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Election Type

Primary
General
Runoff

48 Hour Notices Not Filed

Number of Noticet

1
6
70

77

Total
i
<
11,000
E6.000

$99.100

$106.100

At the exit conference, TFS was provided •ichedule of the 48-hour notices not filed.
TFS representativet stated they would review the spreadsheets and provide additional
documentation that would reduce the number of enon.

Interim Audit Report RacommnniaHon
The Audit staff recommended that TFS provide evidence that 48-hour notices were
timely filed or submit any written comments it considen relevant


